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SURIECT: CABINZT COUNCIL CON HUMAN RESOURCES —-— March 30 Meeting
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REMARKS: . -
The Cabinet Council on Human Resources will meet on Tuesday,
Marszh 30, at 10:;00 A in the Roosaveli Room.
The agenda and background paper are attached,
L 4 6 - .
RETURN TO: Craiz L. Fuller
Assisiant 1o the President
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CARINET COUNCIL ON HUMAN RESCURCES
Marcnh 30, 1982
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1. Mandatory Retirement/tﬁll’?
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THE WHITE HOUSE

WASKHINGTON

March 28, 1532

EMORANDUM FOR: CABINET COUNCIL CM HUMAN RESOURCES

TROM: ROBERT B. CARLESON
EXZCUTIVE SECRETARY

Issue: Wnat is the Administration's position on legizlation which
Suld raise the age below which mandatery retirement basad solely
on age iz prohibited. i ‘

>

scrion Forcing Event: Testimony before the Heinz/Pepper Committae O
2o r )
A“Lj b

g April 1, 193%2.
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sackground: According to the Department of Labor, the 1973 amendments
To the Ag2 Discrimination in Employment Act (ADEA) raised the s0-called
mandatory retirement age from age 65 to age 70. Accordingly the

iaw now protects individuals from discrimination cn the basis of aga
petween the ages of 40 and 70. While this age is oft2n called tha
mandatorv retirement age, the law does not require employers to retire « i
employees at that ags. It only prohibits employers from involuntarily *
retiring employses under age 70 solely on the basis of ag2. Cleazrly. .
if an employee has reached age 70, an employer is free to keep that
employes. :

29 USC 8531 contains the relevant provisions of the ADEA. Thears
_are two provisions in this section which modify the age 70 limit. .
One provision (Sec. 631(c)) provides that under certain conditicns C .
high level exacutives can be recired before age 70. Ancother provision
(sec. 631(d)) provides that until July 1, 1982, profassors of unlimited
romure can be retirad if they are between the ages of 55 and 70. : R
Recently the latter provision was publicized becausa an university I
alected to exarcise this option and retire 490 faculiy members befors
she provisicn's July expiration date. Evidently, the plan has
sparked a good deal of protest on the campus.

Undar Section 5 of the ADEA, the Depariment of Labor is requirsd to
submit a report on the results of raising the retirement age from 65
to 70 and to examine the feasibility of removing the age limit. The
pepartment has completed the reguired studies and, in December 1281,

forwarded an interim report of study findings to Congress. The results

indicatae bhat raising the mandatory retirement age ro 70 has siightly
increased employment of older workers sut otherwyise has nad 7very

Jimited effects on labor force participation by other groups and on
businsss policies. Horesover, projections indicate rhat removal ¢f the
mandatory retirement age would result in an additional modast improvement :
*in older work Jlabex foxce participation and have minimal ochey } g
o L ey i oz D T . ;
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Of course, in some states {(such as Califernia) removal would
make no differsnce whatsoaver kecaus.: thosea state3 alraady have
taken the cap off rthe retirement ag=. ' :

Saveral points to keep in mind:

0 Under Secretary of Labor Lovell tasrified on October 293,
1981, before Senator Heinz' Aging Committee. Heinz wags
very insistent on the issue, trying to get Lovell to
commit the Administration to eliminating the mandatory
retirement age. Lovell asserted that it was a very
complicated matter and that it was under study. He
‘noted that DOL is required to study the affects of
raising the limit (pursuant to $5) and thus it was.
appropriate to wait for the results of that study.:

o At the Whita House Conference on aging, resolutions
supporting elimination of the age 70 limit were adoptad
by several committees. :

o A 1981 Harris poll found that 73% of retirees wished
they had never guit working and 75% of currant employzes
and more than 2/3 of business executives orposza mandatory
retirement on the basis of age. Oof all U.S. adults,
90% oprosa a mandatory retirement age.

o Vice President Bush is scheduled to speak next waek
before the Mational Council on Aging. ,

o 1Indications are that Congress may proceed and paas
abolition of the mandatory retiremant age in the near
future with or without Administration approval.

A very interesting aspect of the mandatory retirement age problam
is its intarplay with the accrual rules of ERISA. ERISA allows
pension plans to set the normal retirement age of 65. ERIZA
does not require that benefit accruals continue after aga 85 or
that age 65 benefits be actuarially adjusted if ratirement occurs
after age 65. Virtually no plans offer actuarially eguivalent
pensicns past aga 65 and only 50% continue accruals past aga 85,
Advocacy groups are, of course, pushing for changas in this aspect
£ the law.

A change to increase the prohibition against mandatory retirsment
is generally opposed by business and organized labor groups.
Business feels that it constitutes further Federal controls
affecting their fresadom. Labor wants to encourage retirament

in order to provide jobs for younger workers. Virtually all
aging organizazions are dzmanding a compliate nronibition against
mandatory retirement based on ags only. ‘The President in his

speech to the White House Conference on Aging said he opposed .

mandatory retiresment based on age. The Administration's Social
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Sscurity proposals of last year included the elimination of
the exrning’'s test ToU Social Security recipi2unts

UL LOnE

Option 1 -~ o action.

Lavor's

[}

o Thiz i3 not feasible becausa of the Dzpariment o
comrmitment to zubmit recommendations.

o vrohibit mandatory

&

ntion 2 - Back or propose legislation t
retirement basad solely on aga.

o Probably would have little affect on actual retirement
decisions per the Labor Department.siudies.

o %Would be vary well rec2ived by the aging constituency.
o May be resisted by business and organized labor.

o Would prezexmpt some State laws.

bt Aol L4

Cotion 3 - Raiming the current age 70 to 75 or & higher age.

o Prcbably would satisfy no ona and nave little impact
on actual retireweat decisions. '
Gotion 4 - Cption 2 except that States would mot be preemptad
frem adopting a specific age betw=a2=2n 70 and death.

o wWould have similar effscts-as Option 2 except for State’
preemprion. _

o %ould raquire State action to
whnich would not be politicall
States.

adcpt an age prohibition,
f=2asible in most or all .

o VWnuld ke consistent with Federalism.

o Would te lass politically us=sful with the aging constituencias.

usicion 5 - Suimiit Oeparcment of Lahor's reyor: with . a recommznda-

- tisn that to raise the age leval of prohibiticen
against mandatory retirement basad solely on age |
wonld violate our Federalism principles by preempting
Seaem laws hut that the rasulits of rthe studies indicate
that State actionns to increase ths ags2 From 70 zhouwld
be a2acouragad. ’

o wWould nc:t satisiy the aging conscitusncies. N

o

o wWnould szatisfy the businoss and iabor coastituencies.

-
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o, ¥ould o ﬂnsaﬁﬁtent .ivn the Administratiocn’s positicns on
a3 's, - - . -} - . w——
Federalizm-dnd regulaticon. . . & QD




